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TO THE SHAREHOLDERS OF GENERAL CINEMA CORPORATION 


It is a pleasure to report that 1965 was the most suc¬ 
cessful year in the history of General Cinema Corpo¬ 
ration. Virtually every corporate financial indicator 
reveals sizable and healthy Company growth during 
the twelve months ended October 31, 1965. 

FINANCIAL 

earnings — Net income for 1965 reached a new peak 
for the third consecutive year and was 22% ahead 
of last year. Earnings rose to a record $1,643,558 
or $1.30 per share on 1,267,955 shares outstanding, 
compared to the previous high of $1,347,085 or $1.06 
per share in 1964. Not included in 1965 are non¬ 
recurring profits, largely from the sale of land, of 
$51,026 equal to an additional 4p per share. 

cash earnings — Cash income (net profit plus de¬ 
preciation) continued to climb, setting a record for 
the fourth successive year of S2,846,300 or $2.24 per 
share against $2,380,585 or $1.88 per share in 1964. 
Current results are more than double those of four 
years ago. 

sales —Total revenues topped all previous perform¬ 
ance with an increase of 20% to another record of 
$25,163,082 compared to 1964’s previous high of 
$20,815,058. 


net worth — Stockholders' equity exceeded 
$10,000,000 for the first time and book value per share 
reached $8.67. 

return on investment — Net return on stockholders' 
equity advanced for the third successive year and at 
16.8% was 75% higher than the 9.6% return in 1962. 

All per-share figures above have been adjusted for 
the 5-for-4 split referred to below. 

The five-year comparison on page 1 and the charts 
on page four will give you a graphic picture of the 
foregoing. 

The excellent performance detailed above was due 
to a number of factors. 

Theatre business throughout the country continued 
in the strong growth pattern begun a few years ago. 
National weekly attendance rose to 44 million, a size¬ 
able increase over the 41.9 million in 1963 and the 
43.6 million in 1964. Likewise, industry box office re¬ 
ceipts rose to $975 million, the highest level since 1958. 

We continued to expand our shopping center theatre 
division to help fill the still considerable theatre vac¬ 
uum in suburban areas where population is growing. 
Volume in this division gained almost 40% over last 
year, climbing to one-third of total Company sales. 

The Company’s drive-in theatre division, exceeding 
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the healthy national theatre industry trend, substan¬ 
tially increased its record grosses of the previous year, 
aided by a larger number of first-run pictures and rising 
admission prices. 

Benefiting directly from our theatre expansion pro¬ 
gram, the Company’s vending and concession division 
generated 1.8% more revenues than in the previous 
year. 

General Cinema’s profits were augmented by the 
acquisition during the year of a twin drive-in theatre 
in Greater Boston, a large drive-in unit in the Detroit 
area, an indoor house in Hollywood, Florida, and a 50% 
interest in a New Jersey shopping center theatre. 

Finally, two losing units were disposed of — a bowl¬ 
ing center in Dartmouth, Massachusetts, in which the 
Company had a 50% interest, and an older indoor 
theatre in New Jersey. 

To encourage broader stockholder distribution, in 
October the Company effected a 5-for-4 stock split, 
bringing shares outstanding to 1,267,955. Thereafter, 
the Board of Directors voted a 10% increase in the cash 
dividend. Eleven cents per share was paid on Decem¬ 
ber 10, 1965, equal to 44^ per share on an annual basis 
(or 55^ prior to the split). This action is in line with 
Company policy of sharing profit growth with stock¬ 
holders to the extent it can be accomplished without 
inhibiting our expansion program. Incidentally, this 
was the 22nd consecutive regular quarterly dividend 
since we became a public company in 1960 and rep¬ 
resents the second 10% increase in the cash dividend 
in two years. 

THE COMPANY 

Company growth continues to be concentrated in 
our shopping center theatre expansion program. Dur¬ 
ing the fiscal year we completed another 12 units, of 
which seven were twin auditorium theatres. By October 
31 there were 36 shopping center theatres in operation, 
including 15 twins. Important new markets were 
opened in the Southwest, especially in the major Texas 
cities. In the past five years, during which Company- 
sales have increased from $10.5 million to $25 million, 
our shopping center theatre division has expanded from 
13% of total Company volume to 33%. The graph on 
page four illustrates the division’s impressive growth. 

Although expansion has been limited primarily to 
shopping center theatres, as in the past we continue to 
be interested in the acquisition of successful theatres, 
whether indoor or outdoor. 


Bowling, which represents onlv 8% of Company 
volume, incurred a small loss. It is reasonable to expect 
some improvement in this vear’s operations as a result 
of continuing emphasis on economy in operation, some 
upward adjustment of prices, and a recent reorganiza¬ 
tion of the division. 

There are now 2500 employees in our organization. 
In anticipation of further expansion and some diversi¬ 
fication, two new executives have joined us in a re¬ 
cently formed real estate division. With the advertising 
and concession executives added to our organization 
earlier this year, we feel that our staff, as presently- 
constituted, is sufficiently broadened to enable us to 
operate competently 150 to 200 units without further 
significant additions. May I say at this time that an 
expansion program as demanding as ours is possible 
only with the assistance of a dedicated executive team. 

OUTLOOK 

The current year should produce another record in 
revenues and profits. Underlying this conviction is the 
anticipation that we will complete another 30 or more 
shopping center theatres. Of that number 10 have al¬ 
ready been opened since the end of our fiscal year and 
another 20 are in construction. Among these new 
projects is our entry into the Mountain States and 
West Coast market areas with Cinemas to be opened 
initially in Denver and the San Francisco Bay area. In 
1966 the shopping center division should become the 
largest of our five operating divisions and should con¬ 
tribute more than 40% of Company revenues. Inter¬ 
nally generated funds and additional borrowing will 
obviate any need for equity financing. 

Inside the back cover of this report you will find an 
article in which some of our industry’s marketing 
dynamics are more thoroughly reviewed. 

I shall continue to keep vou informed of Companv 
progress through interim reports. 

Sincerely yarns, 

Richard A. Smith 

President 

February 23, 1966 
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MANAGEMENT AT WORK 

Pictured at a recent meeting are 
Cleft to right ) 


Edward E. Lane, Treasurer Samuel Seletsky, Vice President-Filin 

S. Sidney Stoneman, Chairman of Executive Committee 

Richard A. Smith, President Melvin R. VVintman, Executive Vice President 

Emmanuel Kurland, Secretary 
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GENERAL CINEMA CORPORATION AND SUBSIDIARIES 


ASSETS 1965 

Current Assets 

Cash. S 1.067,404 

Time deposits, bank notes, etc. — At cost 

(Approximates market) . 3,411,855 

Mortgage and other notes receivable — 

Due within one year. 20,000 

Sundry deposits and receivables. 765,346 

Concession inventories — At cost. 152,855 

Other current assets . 293.9S8 

$ 5,711,448 


Investments and Advances 

Unconsolidated affiliated companies — 

At underlying book value (Note 1). S 587,432 

Other-At cost.,. 121,431 

S 708,863 


Fixed Assets-At Cost (Note 2) 

Net of accumulated depreciation and amortization. SI5,181.451 


Other Assets (Note 3). 8 1,966,652 

’ ' ■■ $23,56$ 414 


The accompanying notes are an integral part of this statement. 


$ 1 , 367,594 

2,100,000 

38,705 
276,517 
124,346 
301,515 
$ 4 , 208,677 


$ 496,647 
120,186 
$ 616,833 


$ 12 , 503,763 

$ 2 , 432,473 
$ 19 , 761,746 
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CONSOLIDATED BALANCE SHEET OCTOBER 31, 1365 AND 1964 


LIABILITIES AMO STOCKHOLDERS’ EQUITY 19BS 

Current Liabilities 

Long-term debt — Due within one year . . . ' . . . . .. $ 628,126 

Accounts payable . . ... . . . . 2,102,208 

Accrued taxes ... 1,365,386 

$ 4,095,720 


Deferred Income (Note 4) ............ 8 206,369 

Deferred Federal Income Taxes (Note 5) .. S 199,439 


Long-Term Debt (Note 6).. $ 8,069,004 


Stockholders’ Equity 

Common stock — No par value (Notes 7 and 8) 
Authorized — 1,837,500 shares 
Issued — 1965 — 1,267,955 shares 


- 1964-1,011,899 shares . . .. $3,511,284 

Paid-in capital. 82,620 

Retained earnings (Notes 1 and 9). 7,403,978 

$10,997,882 

$23,568,414 


The accompanying notes aie an integral part of this statement. 


6 


1964 

$ 704,907 
1,383,286 
1,142,360 
$ 3,230,553 


$ ,282,384 


$ 176,240 


$ 6,286,948 


$ 3,479,745 
82,620 
6,223,256 
$ 9,785,621 
$19,761,746 
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89,948 

Net ' Income . 

IISBiSSiiliiBSiiiili H8SS 

$ 1,694,584 

$ 1,437,033 

■ /. in ed Earnings 

' ,Dividends paid; 

— Beginning , of Year ■ I • • • • 

-Cash— $.50 per share .. 

6,223,256 
( 513,862) 

6,557,540 : 
(’ 462,355) 

( 1,308,962) 

os' 


$ 7,403,978 

$ 6,223,256 
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NOTES CCONT1NUED3 


4. DEFERRED INCOME 

Deferred income consists of: 

Net gain, after Federal income taxes, 
to be realized in future years on 
installment sales of land 
Deferred Federal income taxes 
attributable thereto 


$154,777 


5. DEFERRED FEDERAL INCOME TAXES 

Depreciation is computed on the straight line method for financial 

($143,189) and to the proceeds from the operations of certain 
theatres which will be reported in future years ($56,250) are 


6. LONG-TERM DEBT 

Long-term debt is composed of the following: 

Amount Rates Maturity 

Parent company — 

Unsecured notes $5,333,334 ViTo 1968-78 

Unsecured note 
Subsidiaries — Mortgages on 
real estate 

theatre equipment 
Subsidiaries — Conditional sales 
contracts on bowling lanes, 
pinsetters, equipment 

SM69.004 




7. STOCK OPTIONS 

31, 1965 (adjusted for the fnc-for-four stock split in October 
1965) is as follows: 




Shares presently u 
Option price at issuance 

Options outstanding — 
Options granted 


market value market value i 


8. CAPITAL STOCK 

In October 1965, the Company effected a five-for-four split of its 
capital stock. 


9. RESTRICTION ON PAYMENT OF DIVIDENDS 

Loan agreements with The First National Bank of Boston and the 

or'purchase of any stock of the Company to the extent that 
after giving effect thereto, the aggregate amount of all distri¬ 
butions subsequent to October 31, 1962 does not exceed the sum 
of $600,000 plus consolidated net income (as defined) from 

tribution; provided, however, that no distribution shall be per¬ 
mitted which violates or results in a default under any other 
section of the agreements. At October 31, 1965, $2,980,988 was 
available for dividends The Company was not in default under 
any provisions of the above agreements at October 31, 1965. 


10. COMMITMENTS AND CONTINGENCIES 

The aggregate minimum annual amount of rentals of the Company 
and subsidiaries under leases in effect at October 31, 1965 for 
terms expiring after October 31, 1968 was approximately 


ACCOUNTANTS* OPINION 


We have examined the consolidated balance sheet of GENERAL CINEMA CORPORATION AND SUBSIDIARIES as of October 31, 1965 
and the related consolidated statements of income and retained earnings and sources and application of funds for the year then ended. As 
to a number of subsidiaries and as to the unconsolidated affiliated companies we have accepted the reports of other independent public 

accepted auditing standards, and accordingly included such tests of the accounting records .md Mich other auditing procedures as we 

consolidated balance sheet and the related consolidated statement of income and retained earnings present fairlv the financial position of 
GENERAL CINEMA CORPORATION AND SUBSIDIARIES as of October 31, 1965 and the results of their operations for the year then 

consolidated statement of sources and application of funds presents fairly the information shown therein. 

J. K. Lasser & Company 
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Connection 

Florida 

Illinois 

Indiana 




Missouri 


Hartford — Meadows Family Drive-In 
Miami — Le Jeune Drive-In 
Chicago —66 Drive-In 
Hammond-Gary — Ridge Road Drive-In 
Indianapolis — Pendleton Pike Drive-In 
Council Bluffs — Council Bluffs Drive-In 
Des Moines — Des Moines Drive-In 
Baltimore — Timonium Drive-In 
Boston — Natick Drive-In 

South Shore Twin Drive-In 
Detroit — Dearborn Drive-In 
East Side Drive-In 
West Side Drive-In 
Kansas City — Hiway 40 Drive-In 
St. Louis — Airway Drive-In 

Manchester Drive-In 
Omaha — West Dodge Drive-In 
Hackensack — Hackensack Drive-In 


Wisconsin 


je-rsey City - Roosevelt Drive-In 
Newark — Livingston Drive-In 

Morris Plains Drive-In ' 
Route 3 Drive-In 
Union Drive-In 
Paterson — Paramus Drive-In . 

Route 46 Drive-In 
Tototva Drive-In 
Troy Hills Drive-In 
Rochester — Central Drive-In 
Empire Drive-In 
Westchester — Elmsford Drive-In 

Hollowbrook Drive-In 
Starlight Drive-In 
Cincinnati — Montgomery Drive-In 
Cleveland — East Side Drive-In 
Pittsburgh — ABC Drive-In 
Milwaukee — Bluemound Drive-In 


Florida West Palm Beach — Carefree 
Hollywood — Cinema 
Massachusetts Boston — Uptown 

Framingham — Gorman 

St. George 
Gardner — Orpheum 
Ipswich — Strand 


Massachusetts 
Missouri 
New Hampshire 
New Jersey 


Ohio 
Rhode Island 


Norwood — Cinema 
St. Louis — Gem 
Laconia — Colonial 
Nervark — Elwood 
Orange — Palace Cinema 
Akron — Palace 
Westerly — United 


New Orleans — Mardi Gras Bowl 
Lewiston — Holiday Lanes 

Holiday Lanes-Northwood 
Boston — Holiday Lanes 
Gloucester — Holiday Lanes 
Medford — Holiday Lanes 
Peabody — Holiday Lanes 


Massachusetts 


New York 
Ohio 
Rhode Island 


Somerset — Holiday Lanes 
Stoneham — Holiday Lanes 
Swampscott — Holiday Lanes 
Westport — Holiday Lanes 
New York — Bellerose Lanes 
Cleveland — Carousel Lanes 
Westerly — Holiday Lanes 
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Connecticut 


Illinois 


Maryland 

Massachusetts 


Michigan 


Missouri 


New Haven — Milford Cinema 
Daytona Beach — Bellair Cinema 
Fort Lauderdale — Cinema I and II 
Miami — Cutler Ridge Cinema 
Orlando — Parkwood Cinema 
Seminole Cinema 
Pompano Beach — Cinema 
Sarasota — Bayshore Cinema 
Tampa — Britton 
Chicago — Mt. Prospect Cinema 
Randhurst Cinema 
Waukegan — Cinema 
Baltimore — Harundale Cinema 
Perring Cinema 
Brockton — Cinema I and II 
Cambridge — Fresh Pond Cinema 
Framingham — Cinema I and II 
Peabody — Cinema I and II 
Saugus — Cinema 

Detroit — Livonia Cinema I and II 

Macomb Mall Cinema I and II 
Warren Cinema I and II 
St. Louis — Cinema I and II 


Missouri 


New Jersey 


New York 

North Carolina 
Ohio 
Pennsylvania 

Tennessee 


St. Louis — Grandview Cinema 
Camden- Cherry' Hill Cinema 
Community 
Menlo Park — Cinema 
Paterson — Totowa Cinema 
Plainfield — Blue Star Cinema 
SayreviUe - Madison Cinema 
Buffalo - Boulevard Mall Cinema I and II 
Hartsdalc - Cinema 
Charlotte - Cinema I and II 
Cleveland — Southgate Cinema 
Philadelphia — Baederwood Cinema 

Northeast Cinema I and II 
Memphis - Plaza 
Austin — Cinema 
Dallas — Big Town Cinema 

NorthPark Cinema I and II 
Fort Worth — Richland Plaza Cinema 
Houston — Gulfgate Cinema I and II 
Meyerland Cinema I and II 
Northline Cinema I and II 
San Antonio — Cinema I and II 
Waco - Cinema 




Massachusetts 

Minnesota 


San Francisco (Twin at Southland in Hayward) 
San Mateo (Hillsdale) 

Denver (Cherry Creek) 

Denver (New Englewood) 

Denver (Villa Italia) 

Denver (Westland) 

Chicago (Elmhurst Korvette Center) 

Chicago (Twin at Ford City) 

Chicago (No. Riverside Korvette Center) 
Indianapolis (Glendale) 

New Orleans (Twin at Lakeside) 

Boston (Twin at South Shore Plaza) 
Minneapolis (Twin at Southdale) 

St. Louis (Northland) 

St. Louis (South County) 

Morris Hills 
Neavark (Essex Green) 


New York 
Ohio 


Oklahoma 

Pennsylvania 

South Carolina 
Tennessee 
Texas 




Wisconsin 


Yonkers (Central Avenue) 

Akron (Twin at Chapel Hill) 
Cincinnati (Western Woods) 
Cleveland (Twin at Parmatown) 
Columbus (Great Western) 
Columbus (Town & Country) 
Columbus (University City) 
Tulsa (Southroads) 

Philadelphia (Clifton Heights) 
Philadelphia (Plymouth Meeting) 
Charleston (Ashley Plaza) 
Memphis (Whitehaven) 

Dallas (Lochwood Village) 

Dallas (Park Plaza, Arlington) 
Norfolk (Janaf) 

Milwaukee (Westlane) 
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